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PORTFOLIO MANAGER 



Portfolio manager decides what portfolios 
to create and chooses which holdings to 
include in each portfolio and then 
determines the percentage that each 
holding represents of the total value of 
each portfolio. 



Portfolio manager sends 
selections to host system. 



Portfolio manager monitors market and 
makes adjustments to portfolios and 
percentages when appropriate and sends 
adjustments to host system. 
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Portfolio manager continues to 
monitor market and make adjustments 
to portfolios. 
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CLIENT REGISTRATION 



Client logs onto computer and accesses 
host web site. 
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Client decides to set up an account 
and submits payment and/or account 
information for approval. 
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System determines whether to 
approve client and informs 
client of results. 



If approved, client is assigned 
an account and username and 
password. If not, client is 
informed by e-mail. 



Client uses username 
and password to access 
host web site and opens 
account. 
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PURCHASES (CLIENT SIDE) 



Client logs onto computer and submits 
username and password to access private 
trading section of host web site. 



Client reviews portfolios and percentages. 



Client indicates desire to purchase portfolio(s). 



Client selects which portfolio(s) is/are to be 
purchased and indicates the amount(s) to be 
invested in each one. 



Client is asked if additional selections 
are to be made. 
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If no more selections are to be made, 
client is asked to confirm order. If more 
selections are to be made, client is given 
chance to select additional portfolios and 
amounts. 



Client confirms order once all 
selections are made and submits order. 



When order is received by host 
web site, client is so informed. 



When order is executed by host 
web site, client is so informed. 



Client's account is allocated shares of 
stock based on the amount invested and 
percentage that each holding represents of 
the total value of each portfolio purchased. 
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SALES (CLIENT SIDE) 



Client logs onto computer and submits 
username and password to access 
private trading section of host web site. 



Client reviews account. 



Client indicates desire to sell. 



Client selects which portfolio(s) is/are to 
be sold and indicates the amount(s) to be 
sold of each one. 



Client is asked if additional 
selections are to be made. 



If no more selections are to be made, client is 
asked to confirm order. If more selections are 
to be made, client is given chance to select 
additional portfolios and amounts. 



Client confirms order once all 
selections are made and submits order. 



When order is received by host 
web site, client is so informed. 



When order is executed by host 
web site, client is so informed. 



Client's account is allocated shares 
of stock based on the amount sold 
and percentage that each holding 
represents of the total value of each 
portfolio sold. 
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PROCESSING ORDERS (SYSTEM SIDE) 



System receives order from client. 



System calculates the "purchases" based on the closing price of each stock at 
the end of the day. For each holding, this is done by multiplying the amount 
invested in each portfolio by the percentage that each holding represents of the 
total value of that portfolio, and by adding the total amount(s) invested in each 
holding. 



System calculates the "sales" based on the closing price of each stock at the end of the 
day. For each holding, this is done by multiplying the amount sold of each portfolio by 
the percentage that each holding represents of the total value of that portfolio, and by 
adding the total amount sold of each holding. 



System calculates the total amount to be purchased and/or sold of each holding in order to fulfill 
all of the "purchases" and/or "sales" orders placed that day. For each holding, this is the 
difference between the total amount invested and total amount sold (after taking into account the 
number of shares that can be transferred between investor accounts). 



At the end of the day, the system executes block 
purchase and/or sale transactions to satisfy all orders 
placed that day. 
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(optional) System determines whether shares of stock are 
available in system's own holding account, which can offset the 
total amount to be purchased on any given day. 
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(optional) System decides whether to purchase additional 
shares of stock to meet volume discounts, then places excess 
shares in system's own holding account. 
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System then allocates shares of stock into investor accounts. 
To the extent purchase and/or sale transactions can be offset, 
system transfers shares of stock between investor accounts. 
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ADJUSTMENTS (SYSTEM SIDE) 



System receives adjustments from portfolio manager. 
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Based on adjustments, system calculates the total 
increase and/or decrease in the number of each 
holding to be contained in the investor accounts, 
including any new holdings that need to be added 
to the investor accounts. 





(optional) Based on adjustments, 
system calculates the total amount of 
cash to be added to investor accounts. 



At the end of the day, system adds any increase and/or 
decrease and/or any new holding to the amount of each 
holding to be purchased and/or sold, then recalculates the 
total amount to be purchased and/or sold based on the 
purchase orders, sale orders and adjustments made that day. 
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At the end of the day, system executes block 
purchase and/or sale transactions to satisfy all 
orders and adjustments. 



(optional) System determines whether shares of 
stock are available in system's own holding 
account, which can offset the total amount to be 
purchased on any given day. 



(optional) System decides whether to purchase 
additional shares of stock to meet volume 
discounts, then places excess shares in system's 
own holding account. 



System then allocates shares of stock into investor 
accounts. To the extent purchase and/or sale transactions 
(as well as increases and decreases) can be offset, system 
transfers shares of stock between investor accounts. 
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CUSTOMIZED PORTFOLIOS 



Client chooses to have 
system create 
customized portfolio. 



Client is prompted to fill out 
questionnaire Questions may relate 
to factors such as time until 
retirement, risk tolerance levels, 
objections to certain industries, 
amount to be invested, the desire for 
tax management, etc. 



System uses answers 
to determine client's 
investment goals and 
risk tolerances. 




Client is asked 
whether the selected 
asset allocation is 
acceptable. 



If client accepts asset allocation, system searches existing 
portfolios (created by the portfolio managers) to 
determine stock composition of customized portfolio 
(based on asset allocation). 




Based on response to 
questionnaire, system 
determines appropriate asset 
allocation for the client, 
whether it be aggressive or 
conservative, and displays 
selected asset allocation for 
client to review. 



If client rejects asset allocation, client is 
prompted to return to questionnaire, or to list 
of existing portfolios and percentages. 



System creates customized portfolio based on asset allocation 
and displays portfolio and it's composition (holdings and 
percentages) for the client to review. 



Client is asked whether customized portfolio is 
acceptable, and if so, the amount to be invested. 



If client accepts 
customized portfolio, 
client indicates and 
enters amount to be 
invested. 



System calculates the 
amount of shares to be 
purchased of each holding 
in the customized 
portfolio, based on the 
percentage that each 
holding represents of the 
total value of the 
portfolio. 



System calculates the total amount of shares 
to be purchased to fulfill all orders placed 
that day, as set forth in the chart entitled 
Processing Transactions (System). This is 
done at the end of the day in conjunction 
with other purchases, sales and adjustments. 
System then allocates the shares of stocks 
into the investor accounts. 




If client does not accept the customized 
portfolio, system searches the existing portfolios 
again to create a new customized portfolio, and 
displays the newly created customized portfolio 
and its composition for the client to review. 



Client is asked whether the new 
customized portfolio is acceptable, 
and if so, the amount to be 
invested. 



If client does not accept the new 
customized portfolio, client is prompted 
to return to questionnaire, or to list of 
existing portfolios and percentages. 



